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KEY =SCONOMIC INDICATORS: UNITED ARAB EMIRATES 
(All Values in millions of dollars unless otherwise stated) 


Year Ending December 31 (unless otherwise stated) 
Us$1.00=3.95 dirhams 


Income & Production 197. 1975 &% Change 1976 


Crude Oil Production 4 7 
(millions of barrels) 611.8 64.3.7 657.0 


1 1 

Government Revenue $.,039-9 $y, 371 oly $5 5469.2, 
Abu Dhabi $35359-9 $3,671 ly Ph. 419 224 
*Dubai and Sharjah $ 600.0 $ 700.0 $1,050.0 


Money & Interest 


Money Supply - My S$ 344.5 $$ 526.4 
(Sept 30) 


Government Deposits 

with local banks (in 

local and foreign 

currency, sept. 30) § Soue2 $1,673.5 +231.9 


Interest Rate (median 
rate on banktime de- 
posits, Sept 30) 10%. 8% 


Balance of Payments & 
Trade 


1 1 
Exports (oil sector $4,408.3 %5,38h.4 7,089.7" 
only ) 2 od 
U.S. Share 8.5% 8.6% ’ 


Imports $1,793.61 1 ,295.9° + 80.1" 


U.S. Share 13.4% 1Ih.Ws i 
Official Foreign 
Exchange & Gold $ 370.7 $$ 903.0 +113 .6 


Foreign Assets of 
Commercial Banks 
(Sept 30) S$ 794.3 $1 ,761.0 +121.7 


Zmbassy estimate based on incomplete official data 

Volume of oil exported to the U.S. 

First half of 1975. 

Percent change, first half 1975 compared to first half 197h. 


Sources: UAE Currency Board; UAE Ministry of Petroleum; Abu Dhabi 
and Dubai Customs Departments. 





UNITED Aras 


Summary: The UAZ economy continues to boom although at a rate 
of growth less exurberant tian 1973-197. while no official 
figures are available, the UAH#'s crude oil production shovld 
average about 1.8 mbpd with export receipts at just over $7 
billion in 1976. As a result, combined government revenue of 
the oil producing emirate's should increase to 65.5 billion, 
a 25:4 increase over 1975 (the balance of 1.5 billion being 
earned by the Abu Dhabi National Oil Company). It is not 
expected that tre UAi will alter its basic economic policies. 
Witn a hefty current account surplus, foreign economic assist- 
ance will continue at nigh levels. Domestically, increased 
government revenues will flow along traditional channels: 
more schools, more and better ospitals and health services, 


more large capital consuming public works projects. The 
UAs thus continues to offer significant opportunities to 
US businessmen. 





CURREN? SCONOMIC SI'Ua “ION AND 'RiIENDS 


e most significant development in tre UA economic scene is 
tre estimated increase in oil sector foreign exchange earnings 
and t-e consequent impact on government revenue. “e combined 
revenue of te UA#'s three oil producing emirates will reac 
an estimated $5.5 billion in 1976, a 25% increase over 1975. 

is increment, wiile less dramatic tan t e oil price revolution 
of 1973-1974, will ave perceptible repercussions on te UAS's 
economy and economic policies. 


As can be seen from te economic indicators, government revenue 
was relatively stagnant in 1975. “iis was due primarily to a 
drastic drop in oil production in Abu Dvabi Bnirate in tre first 
quarter of 1975. By tne end of the third quarter, production in 
Abu Dnabi has risen to 1.7 mbpd. It is estimated that the 
emirate's total production will s-ow a moderate decline of about 
5% in 1975, wit» average production at about 1.4.5 mbnd. If 
production from the fourth quarter of 1975 to the end of the 
third quarter in 1976 remains steady at this level, Abu Dhabi 
should earn %6 hillion in foreign exc”»ance during the calendar 
vear of 1976, and government revenue should reacn $h.4-).5 
billion. Dubai fmirate will also experience increased oil 
payments this year, but data on which to base any accurate 
estimates are very scantv. Although production may increase 

17% to 300,000 bpd, revenue is estimated to jump dramatically 

to around $1 billion tis year from an estimated $600-$700 
million in 1975 because of »igher government take on its oil 
production. S»arjan's production in 1975 was 0,000 bnd and 
should continue at that level through 1976. Again, data are 
scanty but revenue should be about $50 million for this year. 


This increased revenue will have a significant impact in t:e 
UA, but volicies will not be radically different from thie 

past. “ere will be continued emphasis on spending rat-ier 

than saving for investment purposes. Expenditures for large 
capital-consuming social projects and improvements in trans- 
portation infrastructure will be very hig’. The effort to 
utilize natural gas resources will also receive renewed stimulus 
as will programs to diversify and develop non-petroleum sectors 
of tre economy. 


The recently announced Dubai budget, for examvle, includes 

funding for two projects which have only been talked about: 

a steel factory using natural gas to reduce iron ore, and an export 
refinery. In addition Dubai's international airport is to be 
extended. The Dubai Municivality is implementing a number of 
projects to improve the quality of urban life: multistory 

varking garages, improved urban roads and street lighting, and 

te construction of vublic varks and playgrounds. In Abu 

Dhabi Bmirate, a number of long-planned projects have now been 
shaken loose, primarily new civil and military airports and 


a new sewage treatment perp end disposal system. The UAE 
budget will expand to almost $1.1 billion wit” development 
expenditures up 86% and investment un 61%. 





In addition to government spending, the Abu Dhabi National Oil 
Company (ADNOC) is a significant source of investment demand. 
The company is a 60% shareholder in the ma jor producing areas 
and nominally earns foreign ee on 60% of Abu Dhabi's oil 
exports (30% buyback sales and 30% direct sales). As a national 
company it pays a lower tax rate to the Abu Dhabi Government 
than its foreign partners and should earn about 531.5 billion in 
1976. ADNOC is also the executing agency for an ambitious in- 
vestment program in petrochemical production and related acti- 
vities. It has established at least eight subsidiary companies 
including the Abu Dhabi Gas Liquificetion Company which will, by 
the end of the year, annually export two million tons of LNG 
and 800,000 tons of LPG to Japan from the newly completed off- 
shore licuification plant at Das Island. Details on export 
prices are not available, but it is estimated that the facility 
will earn avproximately $280 million annually for the Uaz. 
Onshore associated gas reserves will also be exploited in a 
joint venture with several major oil companies. The first 

phase will include a $1.2 billion LPG plant followed either 

by the export of LNG or methanol. Further developments will 
include an ethylene cracker and plastics processing units 

and several ammonia and urea processing plants. 


There are two programs to promote non vetroldum investment. 
The UAE Develonment Bank (funded by Abu Dhabi) provides long- 
term, low-cost loans to the private sector and attempts to 
marry the UA private investor with foreign joint venture 
vartners. So far, the bank's loans have been mainly for real 
estate development, including hotels. But a continual effort 
is made to stimulate assembly operations, light industries, 
and exploitation of the Uai's limited natural resources. The 
bank, for examvle, has assisted in the establishment of two 
fish meal factories in the northern emirates, and is consi- 
dering loans for a furniture factory, an aluminum extrusion 
vlant, a marble factory, and an air conditioning assembly 
plant. The Abu Dhabi Department of Petroleum and Industry has 
already implemented three government-owned industrial projects: 
a cement factory, a paper bag factory, and a steel re-rolling 
mill. Other projects are under study. Government spending 
will continue to fuel aggregate domestic demand not only this 
year but for the foreseeable future. Total investment for 
social and industrial infrastructure and on industry itself 
will be at least 618 billion over the coming five years. 
Assuming no dramatic changes in oil prices or production, 
such a program is within easy financial reach of the UAE. 


Demand can only be satisfied through imports. The value of 
UAE imports in the first half of 1975 were %1.3 billion, an 
increase of 81% over the corresponding period of 197. Rates 
of growth have been Guarenetng however. 9n an annual basis, 
previous growth had been 100%-105%. In 1975 it appears that 
the annual increase will be on the order of 35%-l15%. Dubai 
for example has just published complete 1975 data and while 
the value of imvorts there reached 1.8 billion, this is an 
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increase of only 48% over 1974. The reason total UAE import 
growth may prove to be even less tran the 48% attained in Dubai 
is that Abu Dhabi's slowdown has been sharper. On a semi- 
annual basis, the value of Abu Dhabi's imports in tre first 
half of 1975 showed a 10% decrease from the preceeding six months. 
the first decrease since 1972. It is thought that in 1975 

the UA experienced, and may still be experiencing, a cyclical 
inventory correction. A stocks wear down and domestic demand 

is stimulated through government spnending, higher rates of 
growth may resume. Pessimists argue that the fantastic rate 

of growth from 1973 to late 197 was due solely to the quantum 
increase of oil revenue working its way through the economy 

and that annual increases of 20%-30% are the normal upward 
trend. Since the economy is so new, there is no way to settle 
the argument. 


“ven with high import expenditures, it is obvious the UA# is 

in a surplus balance of payments situation. The mercnandise 

trade balance was about $3.5 billion in 1975, financing massive 
private and official transfers. Official foreign aid was about 
$1.2 billion in 1975 and this level should easily be maintained 

in 1976. The current account for both 1975 and 1976 is about $2.0- 
$2.3 billion financed by markedly increased official foreign 
excnange holdings, Abu Dhabi Government investments, and local 
bank foreign assets. 


As can be expected in a country with a payment surplus, the 
UAE nas experienced hig: rates of monetary growth. But due 

to the arop in production and subsequent fall in.oil payments 
in 1975, rates of growth slowed markedly in comparison to 
197). Narrowly-defined money supply (M.,) increased by only 35.h% 
in the first nine months of 1975 compared to 58.h% in 1S97h. 
Broader monetary measures, such as Mo (M, plus time deposits 
in local and foreign currency) and M4 (M> plus government 
deposits) showed even more drastic réductions esnecielly in 
the second and third quarters of 1975. The former increased 
by only 26.1% (167.5% in 197.) and the latter 62.1% (171.2% 
in 1971). As a result the foreign assets of the UA banking 
Sry at grew more slowly, increasing only 58.0% (177.2 
in 197). 


The UAE Currency Board has recently taken two important steps 
to rationalize the country's financial sector. After allowing 
tne number of commercial banks and financial institutions to 
increase to 53, the Board imposed a two-year moratorium on 
licensing of new commercial banks and bank branch offices.And 
in April 1976 the Board imposed a 5% reserve requirement on 
commercial banks. The ban on commercial banks is, however, not 
as stringent as it might appear for the Board will grant li- 
censes to offshore banking operations. These banks will be 
authorized to provide tne full range of retail and wholesale 
banking functions save one--they will be prohibited from 
accepting local currency deposits. 





IMPLICATIONS FOR Tid UNITED status 

Although the pace of economic activity slowed down somewhat 
during the course of 1975, the prospect of renewed growth is 
very high offering significant opportunities for the US 
businessman. Oil production since the begining of 1976 has 
remained steady at high levels and government revenues will 
thus also reach record levels. The UAE and individual emirate 
governments are determined to provide their citizens with 
improved public services; develop a petrochemical industry; 
and broaden the country's economic base through a program of 
non-petroleum based industrial diversification. 


“he US businessman should be particularly interested in the 
following sectors. 


Petrocnemicals and Industrialization.Both tre emirates of Abu 
Dhabi and Dubai have unveiled ambitious plans for the develon- 
ment of industrial areas with vetroleum and associated natural 
gas serving as the core. Investments will be made in refineries 
( Dubai), and LPG/LNG plants. In addition to LPG/LNG exvorts, 
natural gas will serve as a feedstock and a source of pvower 
for other industries: ammonia and urea fertilizer, an aluminum 
smelter, steel mills (Abu Dhabi and Dubai) and nolyethylene 
production (Abu Dhabi). Both emirates will develon special 
industrial vorts to nandle tne increased flow of goods. Total 
investment spending should total some 5.2 billion over the 
next five years. 


Consultants and Architects. As Abu Dhabi and Dubsi imolement 
industrialization plans, the rapid urbanization of the nast 
few years will be accentuated. Steel mills are more labor 
intensive than refineries and as labor moves into and around 
the new industrial area, private investment in the services 
sector is sure to follow with a consequent impact on demands 
for housing and commercial buildings. fhus over the next five 
years US consultants, vlanners, and architects specialized in 
town planning and transportation should be in heavy demand. 
Dubai officials are already keenly aware of the social impact 
of economic growth on Dubai city and are moving energetically 
to tackle modern urban problems. The Agency for International 
Development has provided technical assistance to Dubai on 
town vlanning problems laying the basis for an expanded US 
commercial presence. 


Power Generation, Distribution, and Desalination. ‘The UA is 
still expanding the supply of power and water to meet the 
needs of a rapidly growing population. ‘bu Dhabi is adding 
2h0 MGw to present capacity and will shortly tender for an 
additional 120 MGW. Although Dubai's capacity comes closer to 
meeting present needs, total capacity will have to be ex- 
panded to 600 MGw from the present 80 MGy by 1979. Large 
underground and overhead transmission lines will also shortly 
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be tendered. In the northern emirates, the UA% government plans 
to build a 90 MGw power plant and 13 MGUD desalination unit with 
a distribution network. 


Airports. with four international airports already in operation 
it is hard to believe that two more will soon be built. But that 
is indeed the case. A new airport for Abu Dhabi capable of handl- 
ing 3,000,000 passengers has now been authorized. A somewhat 
smaller airport, funded by the UA%, will be built in Fujairah. 

In addition, Abu D»abi will build a major military airfield and 
three satellite fields. 


Sewage Treatment. Tne most recent major project to surface in 

the UA® is Abu Dhabi's sewage treatment system estimated to cost 

a minimum S250 million. Supplies of pine have already been let 

to tender but major construction and turn-key plant tenders should 
be ready by tine end of 1976. 


Investment spending in tne above sectors over five years snould 
easily amount to %7 billion yet this accounts for less than 

helf of estimated public sector expenditures within that same 

period. Other potential projects include: irrigation and for- 
estation ; Dubai's forthcoming 600 bed hospital; modular housing 

for low income and provate sector real estate development; 

road construction. 


On the whole, exporting to the private sector offers fewer 
opportunities tnan contracting, specialized construction or 
selling to the government. The population of the UAzZ is about 
656,000 consisting of a wide variety of nationalities and 
transient labor. National income has risen dramatically but 
income distribution is heavily skewed in favor of the public 
sector and wealthy Arab families. Demamfor fashionable 
clothing, electric appliances, automobiles, food, and furniture 
has risen considerably. But an index recently published by 
the UAH Currency Board indicates very little change in the 
commodity composition of UA imports since 1969. Almost 60% 
of UAH imports are in the SITC categories six and seven. 

Such products as tires; cement; ceramic tiles, steel bars, 
angles, plat, and pipe; worked aluminum; the broad range 
‘electrical and non-electrical machinery; and transport equip- 
ment are all in demand here. And in t*ese markets, Us 
suppliers are well established. 


Whether pursuing export markets or bidding on government 
tenders, a local agent or some form of local representation 
is essential. Indeed in Abu Dhabi, a foreign exporter selling 
to the private sector must go through a local trading company 
either sponsored by or owned full or in part by an Abu Dhabi 
citizen. The Us exporter usually wants to find an agent/ 
distributor who enjoysa good local reputation, marketing 





is 
ability, and/not representing a competitive product line. It 
is impossible in the UAE to find an agent combining all three 
qualities. 


when tendering government projects, local agents are also re- 
guired. Tne name of the local firm representing foreign tender- 
ers must be revealed to the government. Fees due agents are, 

in Abu Dhabi, regulated by government decree with a maximum 

fee of 2% on contracts under $2.5 million. On contracts of 

$2.5 million tne fee is 1%. Government tenders usually require 
a bid bond equivalent to 5% of the value of the tender. Once 
the contract is awarded, a 10% performance guarantee, issued 
by a local bank and guaranteed by the foreign firm's bank, is 
required. Such stiff financial provisions have been a major 
obstacle to US firms entering the UAE market. There are some 
signs that this financial burden may soon be alleviated, how- 
ever. For US firms already operating here which have established 
a record of performance and credit reliability, a major UAE 
bank has agreed to grant performance guarantees without a 
guarantee from a US bank. For Us firms new to the UA#, this 
same bank will also provide apvropriate finance but require 
less than a 100% guarantee from a US bank. Thus US firms 

should be able to compete more effectively in the UA#. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
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INTERNATIONAL ECONOMIC INDICATORS 
AND COMPETITIVE TRENDS 


This important new periodical pro- @ Economic Prospects And Recent Trends 
vides comprehensive, up-to-date 


statistical information for the 
United States and its seven prin- 
cipal industrial competitors — 
France, Federal Republic of 
Germany, Italy, Netherlands, United 
Kingdom, Japan, and Canada. 


Data are presented in four sec- 
tions. @notes And Sources 


International Economic Indicators and Competitive Trends is a valuable reference for 
business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 


@ehanges in Key Competitive Indicators 


3 Basic Data For Indicators 


NAME—FIRST, LAST 


Ae add eee ae tere ia hate mdb dea ae ce aetna 


COMPANY NAME ADDITIONAL ADDRESS LINE 


ET a anna SE Sea errata i ede ee nh kk ae oe ead 


STREET ADDRESS 
MAIL ORDER FORM 
| TO: 


0 ALAIN ARTO DRAB RE 8 


= Ses : : ; ar PCa >} Superintendent of Documents [ 
CITY aS STATE 4 ZIP CODE Government Printing Office 
m >] Washington, D.C. 20402 , 





TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


4a trade patterns 
a’ & industry trends 

5 distribution channels 

: av a transportation facilities 


trade regulations 
prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 


TAKE yay Take a look at the country’s 
Foreign trade 
TOUR @) = Foreign investment 
Finances 
Outs NMI \e = 
Basic economic facilities 
Natural resources 
Population 
WITH SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 
trading countries. 
VIEW other special reports such as: 
Appraisal of China’s Foreign Trade Policy 
Basic Data on the Economy of the Soviet Union 


A Business Guide to European Common Market 
A Guide to End Users and Research Organizations 
45 20) ak nae 
e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $36.50 a year by mailing 
the coupon below. 


(Single copies are available for 50¢ each from the Publication Sales 
Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 


(please detach here) 
SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO OVERSEAS No additional postage is required for 
BUSINESS REPORTS at $36.50 a year. mailing within the United States or 
Add $9.15 for foreign mailing. its possessions. 

Send Subscription to: 


NAME—FIRST, LAST 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


TO: 
STREET ADDRESS MAIL ORDER FORM TO 


Superintendent of Documents 
Government Printing Office 


Washington, D.C. 20402 
STATE 








